2014/2015 MEDIUM TERM INCOME AND EXPENDITURE FRAMEWORK: 
(MTREF); 


(Directorate: Budget and Treasury Office) VM/pm 

1. STRATEGIC THRUST 

1.1 The Budget is the most important strategic planning document of the Council which 
will guide and detennine the day to day actions necessary for the delivery of 
Municipal services to the Community. 

1.2 Financial viability is the first priority in the IDP process and has an objective to 
practice sound and sustainable financial management. This is a responsibility of all 
managers of Council and will determine the continuous viability of the organization. 

2. PURPOSE OF THE REPORT 

1.3 The requirements for the compilation and submission of the Budget are contained in 
Chapter 4 of the MFMA and Municipal Budget and Reporting Regulations. 

1.4 The purpose of tabling the 2014/15 /budget to council is to consider the Income and 
expenditure per category, the tariffs to realize the budgeted income and to inform 
council about the limitations regarding the budget. The 20 14/20 15MTREF is attached 

as Annexure “A”. 

3. EXECUTTYE SUMMARY 
a. Background 

The application of sound financial management principles for the compilation of the 
municipality’s financial plan is essential and critical to ensure that the municipality 
remains financially viable and that municipal services are provided sustainably, 
economically and equitably to all communities. 

The Municipality’s business and service delivery priorities were reviewed as part of 
this year’s planning and budget process. Where appropriate, funds were transferred 
from low- to high- priority programmes so as to maintain sound financial 
stewardship. A critical review was also undertaken of expenditures on noncore and 
“nice to have" items. 

The Municipality has embarked on implementing a range of revenue collection 
strategies to optimize the collection of debt owed by consumers. A service provider 
for debt collection was appointed to collect outstanding amounts. 



The main challenges experienced during the compilation of the draft 2014/15 MTREF can be 
summarized as follows: 

• The ongoing difficulties in the national and local economy; 

• The sporadic strikes in the mines have affected the local economy as there is a decline 
in the revenue collection for the current financial year 2013/14 

• Aging and poorly maintained water, roads and electricity infrastructure; 

• The need to focus only on the grant and loan funded projects as the municipality has 
cash and liquidity challenges. 

• The declining payment levels have impacted greatly on the 2014/15 revenue 
projections. 

• Given the cash flow realities and declining cash position of the municipality, the 
projected revenue for electricity and water where projected to grow by an additional 
2% to ensure that at least we break even. 

• Consideration was on increasing tariffs for trading services to ensure that the costs 
incurred to render the service to communities are recovered. 

The following budget principles and guidelines directly informed the compilation 
of the 2014/15 MTREF: 

• The budget process started in 1 st August 2013 when the IDP and Budget plan was 
approved by council 

• The budget was aligned with municipal priorities as express in the IDP received every 
year from directorates exceed the available funds with two to three times and is proof 
that the needs of the community will always exceed the available funding. 

• National Treasury’s MFMA Circular No. 48, 51, 54, 58, 61, 66, 70 and 72 were used 
to guide the compilation of the tabled annual 2014/15 MTREF. 

• The cost containment measures were taken into account especially on the non core 
functions of the municipality like travelling, entertainment and refreshments 

• Basic needs of the community have been prioritized in this budget especially water 
and electricity 

• Headline inflation forecast (for 2014- 6.2%, 2015 -5.9% and 2016 - 5.5%) was taken 
into consideration. 

• Wage agreement with the unions CPI (5.79+ 1% for 2014/2015, 5.40 + 1 for 
2015/2016 and 5.40+1 for 2016/2017). 

• Local economic conditions and affordability of services. 

• Tariffs and Property Rates increases were restricted to a maximum increase of 6% and 
should be affordable and be on par with the headline inflation rate , taking into 
account the growth of the municipality and the need to address infrastructure 
backlogs. 

• Price increases for trading services were informed by the inputs costs associated with 
the rendering of services to the community. 



• Directorates should undertake intensive periodic planning on their operating and 
capital budget components to ensure efficient and effective cash flow planning 
therefore eliminating possible wasteful and fruitless expenditure. 

• No budget will be allocated for external funded projects unless the request is 
supported by a written confirmation from the external source on the specific grant. 

• No budget will be allocated to capital projects unless it is included in the IDP. 

• All expenditure even if it is budgeted for, must be carefully considered to ascertain 
that the hard earned money of the public is not wasted and the principle of value for 
money must prevail. 

OUTLOOK OF 2014/2015 MTREF 

The following table is a consolidated overview of the proposed 2014/15 Medium-term 

Revenue and Income expenditure Framework: Table 1 


Description 


2014/15 Medium Term Revenue & Expenditure 
Framework 

R thousand 

Adjusted 

Budget 

Budget Year 
2014/15 

Budget Year +1 
2015/16 

Budget Year +2 
2016/17 

Total Revenue 
(excluding capital 
transfers and 

3 159 702 

3 599 712 

3 873 756 

4 169 528 

Total Expenditure 

3 597 281 

3 561 324 

3 730 173 

3 913 240 

Surplus/(Deficit) 

(437 579) 

38 388 

143 583 

256 288 

Total Capital 
Expenditure)) 

1 486 835 

970 956 

869,651 

1 002 184 


This budget reflects the Council’s response to the needs of the residents, ratepayers and the 
business community which it serves and a detailed multi-year budget is attached as 

Annexure “ A“ 

Total operating revenue has increased by 13.92% or around R440million in 2014/15 financial 
year when compared to the 2013/14 Adjustments Budget. The municipality has introduced 
the cost reflective calculation of its revenue. The payment levels for the past 4 years average 
is standing at an average of 90% showing a decline in the billed revenue especially water and 
sanitation. The municipality’s budgeted payment level for 2014/15 is at 88% due to the local 
economic down turn that led to the decline in collection, translating into the growth in the 
debtors’ book and 89% and 90% for the two outer years respectively. 

For the two outer years, operational revenue budget will increase by 7.6% and 7.6% 
respectively, equaling to a total revenue growth of R274million and R295million over the 
MTREF when compared to the 2014/15 financial year. The Rustenburg Water Services Trust 
revenue is R152million with a growth of 13.82% in 2014/15. 

The 2014/15 MTREF presents a total expenditure budget of R3,5billion for 2014/15 and 
R3,7billion and R3,9billion for the two outer years in operating budget. Capital budget is at 
R970 million for 2014/15, R869 million, and R 1 billion for the two outer years. 





Total operating expenditure for the 2014/15 financial year has been decreased by 0.99% or 
R35million when compared to the 2013/2014 Adjusted Budget. For the outer two years, 
operational expenditure budget increases by 4.74% and 4.90%, equaling the growth increase 
of R168million and R183million for 2015/2016 and 2016/2017 respectively. 

When compared to the 2013/14 Adjustments Budget deficit of R437million, the operating 
surplus for the 2014/15 financial year is at R38.3million inclusive of non cash items. 

There is a substantial decrease in the capital budget of R970mllio for the 2014/15 financial 
year. The capital budget has decreased by R516million when compared to the adjustment 
budget. 

A substantial portion of the capital budget will be funded from grants over the 2014/15 
MTREF. The internally funded projects of R26,7million for Rustenburg Water Services 
Trust and R258million are funded from the loan. Included in the total loan amount is 
R108million which was approved in the 2013/14 financial year and Development Bank of 
South Africa has committed to fund the projects. DBSA will transfer the money in October 
2014. The municipality intends to take up a new loan of R150million to accelerate the 
renewal and upgrading of existing infrastructure assets. 

OPERATING REVENUE FRAMEWORK 

For RLM to continue improving the quality of services provided to its citizens it needs to 
generate the required revenue. In these tough economic times strong revenue management is 
fundamental to the financial sustainability of every municipality. The reality is that we are 
faced with development backlogs and poverty. The expenditure required to address these 
challenges will inevitably always exceed available funding; hence difficult choices have to be 
made in relation to tariff increases and balancing expenditures against realistically anticipated 
revenues. 

The municipality’s revenue strategy is built around the following key components 

• National Treasury’s guidelines of the circulars; 

• Growth in Rustenburg and continued economic development; 

• Electricity tariff increases as approved by the National Electricity Regulator of South 
Africa (NERSA); 

• Achievement of full cost recovery of specific user charges especially in relation to 
trading services; 

• Projected revenue to be realistic. The projected revenue for trading services were 
informed by the performance of the municipality for the past ten months projected for 
the full year and also taking into account the payment levels for the past four years 
averaged at 90 %. 

• The proposed tariffs increases have been determined in relation to the costs of 
rendering such a service and ensuring that the consumers are not being overburden to 
an extend of not being able to afford paying for services. 

• The municipality’s Property Rates Policy approved in terms of the Municipal 
Property Rates Act, 2004 (Act 6 of 2004) (MPRA); The municipality will be 
implementing the new valuation roll and its impact on consumers was also taken into 
account when tariffs for property rates were calculated 



The following table is a summary of the table 2014/15 MTREF (classified by main 
revenue source): 

Table 2 Summary of revenue classified by main revenue source 



Revenue generated from rates and services charges forms a significant percentage of the 
revenue basket. Rates and service charge revenue is at 84.47% or is R3billion of the total 
2014/15 budget. In the outer years projected revenue from rates and services charges total 
R3.2 billion or 84.39% per cent and R3.5 billion or 83.94% respectively of the total revenue. 

The revenue generated from rates and other trading services has increased by 30.64% when 
compared with the full year forecast. This is due to the recalculation of tariffs to ensure that 
the projected revenue is realistic and costs reflective. The average increase for revenue 
generated from rates and other trading services for outer years is at 7.18% and 7.05% 
respectively 

In line with the formats prescribed by the Municipal Budget and Reporting Regulations, 
capital transfers and contributions are excluded from the operating statement, as inclusion of 
these revenue sources would distort the calculation of the operating surplus/deficit. 

This growth can be mainly attributed to the increased share that the sale of electricity 
contributes to the total revenue mix, which in turn is due to rapid increases in the Eskom 
tariffs for bulk electricity. The above table includes revenue foregone arising from discounts 
and rebates associated with the tariff policies of the Municipality. 





There is an average increase of 47% for property rates revenue when compared to the 
adjusted budget and for the two outer years is 5.58% and 5.21% respectively. An amount of 
R35million has been given as a rebate to all households including indigents on the first 
R100 000 property values in the valuation roll. Due to the data cleansing exercise, more 
properties will be incorporated in the municipal billing system and will be charged according 
to the corrected values and tariffs. This is one of the revenue enhancement strategies. The 
implementation of the new valuation roll will also have a positive impact on the revenue of 
property rates. 

Electricity revenue is at 52.48% or R1.889 million of the total revenue in 2014/2015. There is 
an increase of 20.87% in revenue when compared to the 2013/2014 to the full year forecast. 
For the outer years, electricity is growing with an average of 6.88%. The increase is because 
of the demand from Ferrecone, Xstrata and also due to the data cleansing exercise. The 
municipality council has taken a resolution to charge Xstrata with the municipal tariffs and 
not at cost price as compared to the previous years. The municipality has also appointed 
inspectors to make physical inspections and verifications to household of the tempering of 
electrical connections and supply. 

Water revenue for 2014/2015 financial year has increased significantly when compared to the 
full year forecast. This is in consideration of the fact that the municipality is in a process of 
data cleansing and the revenue will be realized after completion of the project. The projected 
budget includes Rustenburg Water Services Trust revenue. The water revenue has been 
decreasing through the years due to a decline in the number of meters not been read. The 
revenue enhancement initiatives have been put in place to do meter audit per ward and a 
report will be tabled in council once the exercise is finalized. 

Revenue of sanitation has grown by 9.55% when compared to the full year forecast of 
2013/2014 and this projection includes of the Rustenburg Water Services Trust revenue. The 
increase percentage is as results of 3.55% growth increase and the data cleansing exercise. T. 

Refuse revenue increases by 7.42% in 2014/15 financial year and it further increases by 
8.73% in both outer years respectively. 

The above increase of revenue of property rates, water, refuse and sanitation include income 
foregone and RWST. An amount of R35million has been given as a rebate to all households 
including indigents on the first R100 000 values for each property on the valuation roll. The 
R15000 is legislated as rebate on property rates. The municipality gives 12kl of free water to 
all indigents with 6kl being legislated and Rustenburg Focal municipality giving indigents 
extra 6kl which is disclosed as income foregone and also for sanitation and refuse removal. 

Operational grants is the second largest revenue source totaling 10.83% or R389 million. 

Interest from outstanding debtors is at 3.52% of the 2014/2015 total revenue budgeted. The 
credit control and debt collection policy has a provision to write off outstanding interest if the 
whole account is settled and the municipality has appointed additional service providers to 
accelerate debt collection. 

Interest on investment has increased by 20.01% (R30.6 million) in 2014/15 financial year 
when compared to 2013/2014 full year forecast and is 0.85% of the 2014/2015 projected 
budget. Interest earned on investment is underperfonning due to consumers extending the 



payment period to more than 30 days, forcing the municipality to cash its investment within a 
short period. It is projected that the interest will grow by 5.20% and 5.05% over the outer 
years. 

Revenue from fines has been increased by 3.4% in 2014/15 financial year as compared to the 
adjusted budget. Collection from traffic fines are doing very well and hence that increase in 
2014/15 financial year. The municipal council has taken a firm decision with regard to the 
collection of outstanding fines. The Directorate Public Safety has already started to intensify 
the collection of outstanding fines hence the increase in terms of this item of revenue. 

The rental of municipal facilities has been budget R15million of the total revenue projection 
for 2014/2015 financial year. More effort is needed to ensure that all municipal facilities 
rented are charged market related rentals as the expenditure incurred to repair the buildings 
far exceeds the revenue generated. Proper tariff settings and internal charges for other 
municipal departments will increase the collection rate. 

The municipality intends to sell vacant stands during 2014/15 financial year. The anticipated 
revenue decrease is at 0.23% as compared to the adjusted budget. The decrease is as a results 
of the current economic situation. Gains on disposal of properties plant and equipment (PPE) 
at midterm (2013/14) was at 12%. This is as a result of sales of stands not yet sold due to the 
current property market conditions and the economic situation. 

Tariff-setting is a pivotal and strategic part of the compilation of any budget. When rates, 
tariffs and other charges were revised, local economic conditions, input costs and the 
affordability of services were taken into account to ensure the financial sustainability. 
Proposed tariffs are attached as Annexure “B” 

National Treasury continues to encourage municipalities to keep increases in rates, tariffs and 
other charges as low as possible. Excessive increases are likely to be counterproductive, 
resulting in higher levels of non-payment. 

Given that these tariff increases are determined by external agencies, they have impact on the 
municipality’s electricity and water and these tariffs are largely outside the control of the 
municipality. Discounting the impact of these price increases in lower consumer tariffs will 
erode the municipality’s future financial position and viability. 

It must also be appreciated that the consumer price index, as measured by CPI, is not a good 
measure of the cost increases of goods and services relevant to municipalities. The basket of 
goods and services utilized for the calculation of the CPI consist of items such as food, petrol 
and medical services, whereas the cost drivers of a municipality are informed by items such 
as the cost of remuneration, bulk purchases of electricity and water, petrol, diesel, chemicals, 
cement etc. The current challenge facing the Rustenburg Local Municipality is managing the 
gap between cost drivers and tariffs levied, as any shortfall must be made up by either 
operational efficiency gains or service level reductions. Within this framework the 
Rustenburg Local Municipality has undertaken the tariff setting process relating to service 
charges as follows. 



Property Rates 


Property rates cover the cost of the provision of general services. Determining the effective 
property rate tariff is therefore an integral part of the municipality’s budgeting process. The 
average increase is at 6%. 

A summary of the proposed tariffs for households (residential) and non-residential are 
as follows: 

Table 3 - Proposed Property rates tariff increase 




Sale of Water and Impact of Tariff Increases 

The revision in the water tariff is necessities by the high demand of water in relation to the 
municipal aging water infrastructure, the cost of maintaining the water purification plants, 
water networks and the cost associated with the reticulation expansion: 

Water tariffs are structured to protect basic levels of service and ensure the provision of free 
water to the poorest of the poor (indigent); and are designed to encourage efficient and 
sustainable consumption. 


Table 4 Proposed Water Basic. 




Sale of Electricity and Impact of Tariff Increases 

Approval from NERSA has not yet been received. Proposed tariffs submitted to NERSA are 
the ones indicated below. Furthermore, it should be noted that given the magnitude of the 
tariff increase, it is expected to depress growth in electricity consumption, which will have a 
negative impact on the municipality’s revenue from electricity. Registered indigents will 
again be granted 50 kWh per 30-day period free of charge. 

It should further be noted that Rustenburg Local Municipality has implemented an incline 
block tariff structure. The effect thereof will be that the higher the consumption, the higher 
the cost per kWh. The aim is to subsidies the lower consumption users (mostly the poor). 

The inadequate electricity bulk capacity and the impact on service delivery and development 
remains a challenge for the Rustenburg Local Municipality. The upgrading of the 
municipality’s electricity network has therefore become a strategic priority, especially the 
substations and transmission lines. 


The approved budget for the Electrical department can only be utilized for certain committed 
upgrade projects and to strengthen critical infrastructure (e.g. substations without back-up 
supply). 





Table 6 Proposed electricity consumption 


The proposed increase for electricity is 6.39% for all tariffs except residential block 1 
and 2 which is an increase of 6%. 


Residential Town Conventional and Prepaid 


2014/15 


Tariff Description 

c/Unit 

% 

Increase 

Proposed 

2014/15 

tariff 

Block 1 (0 - 50 kWh) 

69.83 

6 

74.02 

Block 2 (51 -350 kWh) 

86.76 

6 

91.97 

Block 3 (351 - 600 kWh) 

100.39 

6.39 

106.8 

Block 4 (> 600 kWh) 

119.68 

6.39 

127.33 


Tariff Description 

11/ Month 

% 

Increase 

Proposed 

2014/15 

tariff 

Block 1-4 Town Conventional Basic charge 

R 237.99 

0 

R 237.99 

Block 1-4 Town Prepaid Basic charge 

R 119.00 

3.5 

R 123.17 


Residential Rural Conventional and Prepaid 


Tariff Description 

c/Unit 

% 

Increase 

Proposed 

2014/15 

tariff 

Block 1 (0 - 50 kWh) 

69.83 

6 

74.02 

Block 2 (51 -350 kWh) 

86.76 

6 

91.97 

Block 3 (351 - 600 kWh) 

100.39 

6.39 

106.8 

Block 4 (> 600 kWh) 

119.68 

6.39 

127.33 


Tariff Description 

R/Month 

% 

Increase 

Proposed 

2014/15 

tariff 

Block 1-4 Rural Conventional Basic charge 

R 267.75 

0 

R 267.99 

Block 1-4 Rural Prepaid Basic charge 

R 133.86 

3.5 

R 138.55 


Residential Lifeline 


Tariff Description 

c/Unit 

% 

Increase 

Proposed 

2014/15 

tariff 

Block 1 (0 - 50 kWh) 

69.83 

6 

74.02 

Block 2 (51 -350 kWh) 

86.76 

6 

91.97 


















































































Block 3 (351 - 600 kWh) 

100.39 

6.39 

106.8 

Block 4 (> 600 kWh) 

119.68 

6.39 

127.33 



Business Tariff 


Tariff Description 

c/Unit 

% 

Increase 

Proposed 

2014/15 

tariff 

Business Town Conventional and Prepaid 

118.8 

7.39 

127.58 


Proposed 
% 2014/15 

Tariff Description 11/ Month Increase tariff 


Basic charge business town conventional R 252.86 0 R 252.86 

Basic charge business town prepaid R 126.43 3.5 R 130.86 



Tariff Description 

c/Unit 

% 

Increase 

Proposed 

2014/15 

tariff 

Business Rural Conventional and Prepaid 

118.8 

7.39 

127.58 


Tariff Description 

R/Month 

% 

Increase 

Proposed 

2014/15 

tariff 

Basic charge business rural conventional 

R 279.66 

0 

R 279.66 

Basic charge business rural prepaid 

R 139.83 

3.5 

R 144.72 


Bulk Tariff 

400 V Bulk Supply Town and Rural 


Tariff Description 

R/Unit 

% 

Increase 

Proposed 

2014/15 

tariff 

400V Demand charge KW 

R 172.54 

7.39 

R 185.29 

400V Demand charge kVA 

R 168.55 

7.39 

R 181.01 

Basic charge 

R 1 
285.14 

7.39 

R 1 380.11 

Energy charge c/kWh 

59.66 

7.39 

R 64.07 


llkV Bulk Supply Town and Rural 


Tariff Description 

R/Unit 

% 

Increase 

Proposed 

2014/15 

tariff 

1 lkV Demand charge KW 

R 166.60 

7.39 

R 178.91 

1 lkV Demand charge kVA 

R 162.60 

7.39 

R 174.62 
















































































Basic charge 


Energy charge c/kWh 


TIME OF USE (TOU) 
33 kV Bulk supply 


R 1 
109.63 


7.39 


56.35 


7.39 


R 60.51 


Tariff Description 

2013/14 

% 

Increase 

Proposed 

2014/15 

tariff 

Demand Charge 
(R/kVA) 

23.74 

7.39 

25.49 

Access Charge 
(R/kVA) 

12.58 

7.39 

13.51 

Transmission Charge 
(R/kVA) 

5.76 

7.39 

6.19 

Service Charge (R/day) 

131.81 

7.39 

141.55 

Admin Charge (R/day) 

35.45 

7.39 

38.07 

Reactive Charge (c/kvarh) 

15.24 

7.39 

16.37 

Rate Rebalancing Levy 
(c/kWh) 

7 

7.39 

7.52 

Active Charges High Demand Season 




Peak 

(c/kWh) 

254.18 

7.39 

272.96 

Standard 

(c/kWh) 

66.22 

7.39 

71.11 

Off-Peak 

(c/kWh) 

35.24 

7.39 

37.84 

Active Charges low Demand Season 




Peak 

(c/kWh) 

71.56 

7.39 

76.85 

Standard 

(c/kWh) 

43.79 

7.39 

47.03 

Off-Peak 

(c/kWh) 

29.9 

7.39 

32.11 

























































































Admin Charge (R/day) 35.45 7.39 38.07 

Reactive Charge (c/kvarh) 15.24 7.39 16.37 

Rate Rebalancing Levy 

(c/kWh) 7 739 7.52 

Active Charges High Demand Season 

Peak 

(c/kWh) 261.66 7.39 281 

Standard 

(c/kWh) 68.35 739 73.4 

Off-Peak 

(c/kWh) 3631 739 38.99 

Active Charges low Demand Season 

Peak 

(c/kWh) 72.62 739 77.99 

Standard 

(c/kWh) 44.86 739 48.18 

Off-Peak 

(c/kWh) 30.97 739 33.26 

Average 6.33 


Prefferent Bulk Consumers (NMD 150MVA and above) 
Sanitation and Impact of Tariff Increases 


There is a propose increase of 5.6 (%) per cent for sanitation. This is based on the input cost 
assumptions related to water. 


The following table compares the current and proposed tariffs: 
Table 7 Proposed Sanitation tariff 










































Industrial effluent monitoring 


The following formula will apply for industrial effluent charges covering the conveyance, 
and treatment of industrial effluent. 


x [0,3 + 0,35 Kc + 0,25 Kn + 
Ti = C x Qi 0,1 Kp] 

Qt 


Where: 


Ti 

C 


Qi 

Qt 


charge due in 
R/month 

Total cost of the sewerage undertaking of Rustenburg 
Local Municipality covering both treatment and 
conveyance and must include fixed, semi fixed and 
variable charges (R/month). 
sewage flow from the industry in 
m3 /month 

sum of design capacities of all the waste water 
treatment works of the Rustenburg Local 
Municipality in m3/month 


Kc = CODi 

CODt 

Where: CODi = industry sewage COD 

CODt = target COD as published in Schedule A in the 
Bylaws in mg/ £ 

The ratio(Kc) is the larger of 1 or 
the actual ratio 

Kn = TKNi 

TKNt 

Where: TKNi = the industry TKN 

TKNt = target TKN as published in Schedule A in the 
Bylaws in mg/ £ 

The ratio(Kn) is the larger of 1 or 
the actual ratio 

Kp = Pi 

Pt 

Where: Pi = Phosphate of industry in rng/f 

Pt = target Phosphate as published in Schedule A in 
these Bylaws in mg/ £ 

The ratio(Kp) is the larger of 1 or 
the actual ratio. 



(a) 


(b) 


(c) 


(d) 


(e) 


The factor of 0,3 represents the “fixed portion” of the costs. This is 
independent of the strength (or make-up of the sewage) and also 
deals with the conveyance costs. 

The above fonnula is only applicable for the treatment of compliant 
effluent. If any constituent (heavy metals, any toxic substances etc.) 
exceeds the approved values, the municipality may introduce any of 
the following steps: 

Refuse to accept the 

i. effluent 

Impose a fine on the 

ii. industry 

Insist on pre-treatment by the industry to render the 

iii. effluent compliant prior to discharge to the municipal 

system. 

Fines for contravening the allowable limits of constituents 
in industrial effluents. 

The municipality sells treated sewage effluent to the mines as 
process water. There is stringent quality criteria associated with this 
and the mines may refuse to accept sub-standard effluent. In this 
case the municipality must provide them with potable water at no 
incremental cost. The one major concern is fats and oils in the 
effluent as that impact negatively on the mines processes. 

The municipality will thus, in particular, enforce the fat and oil 
standards rigorously. 


(f) The fines will be implemented as follows: 

First written 

i. warning. No fine 

Second contravention RIO 000.00 fine 

ii. regardless of quantity or quality 

Subsequent 

iii. contraventions: 

Spot fines of the larger of R 10 000 or a 

• flow related minimum fine of R5 per m3 
or as per written approval 

Refuse to accept 

• the effluent 

The municipality may, entirely at its own discretion, reach 
agreements with industries to relax any of the above to allow the 

(g) industry fair time to implement pre-treatment facilities; these 
agreements will be in writing with an agreed implementation 
schedule. 



Waste Removal and Impact of Tariff Increases 

Currently solid waste removal is operating at a surplus. A six (6%) per cent increase for 
waste removal tariff is proposed from 1 July 2014. Higher increases will not be viable in 
20 14/1 5. This is to ensure that cost associated with the rendering of the service is recovered 
and also to ensure sustainability of the service. 

Waste management division has introduced the waste management tariff policy that outlines 
the cost to be mapped against the tariff required to reflect costs of rendering the service. 

The following table compares current and proposed amounts: 


Table 8 Proposed Wasted Removal tariffs 






Overall Impact of Tariff Increases on Households 

The following table shows the overall expected impact of the tariff increases on a large and 
small household, as well as an indigent household receiving free basic services. Note that in 
all instances the overall impact of the tariff increases on household’s bills has been kept 
averagely at 6% per cent. 

Table 9 MBRR Table SA14 - Household bills 


Operating Expenditure Framework 

The Municipality’s expenditure framework for the 2014/15 budget and MTREF is informed 
by the following: 

• The asset renewal strategy and the repairs and maintenance plan; 

• Balanced budget constraint (operating expenditure should not exceed operating 
revenue) unless there are existing uncommitted cash-backed reserves to fund any 
deficit; 



• Cost containment measures that will guide non- spending on activities that are non- 
core functions of the municipality. 

• The current sporadic strikes at the mines that impact on municipal collection of the 
projected 

• The current cash flow position of the municipality with no adequate cash-backed 
reserves to fund capital projects internally. 

Funding of the budget over the medium-term as informed by Section 18 and 19 of the 

MFMA; 

• The capital programme is aligned to the asset renewal and backlog eradication; 

• Operational gains and efficiencies will be directed to funding the capital budget and 
other core services; 

Table 10 Summary of operating expenditure Financial Performance (expenditure) 



The budgeted allocation for employee related costs for the 2014/15 financial year is at 
R481.3 million inclusive of filling of vacancies and temporary workers, which equals 13.51% 
of the total operating expenditure budget and equals to 13.52% and 13.43% respectively in 
the outer years. This is a reduction of 0.58% when compared to the 2013/2014 adjusted 
budget. As part of cost containment measures directorates are urged to regulate overtime not 
to exceed stipulated limits per week or month. An extensive analysis of employee related 
costs was done as per appointed officials and the 3.3% is allocated for the new appointments 
in 2014/2015 budget. The two outer years, employee related costs increases by 4.6% and 
4.4% respectively. 

The cost associated with the remuneration of councilors is determined by the Minister of 
Co-operative Governance and Traditional Affairs in accordance with the Remuneration of 
Public Office Bearers Act, 1998 (Act 20 of 1998). The most recent proclamation in this 
regard has been taken into account in compiling the Rustenburg Local Municipality’s budget. 
Remuneration of councilors equates to 0.79% of the total 2014/15 budget. 


The provision of debt impairment calculated as 12% to the anticipated 2014/2015 
collection rate of 88% on trading services revenue. It has been increased by R133million or 



39.34% in 2014/15 when compared to the adjusted budget. The low level of collection rate is 
as a result of the strikes at the mines. 


The municipality envisages collecting on the outstanding debts through appointed debt 
agencies for the arrears accounts over 60 days. The municipality has also appointed service 
provider who assist the municipality with restrictions of water and disconnections of 
electricity. Over and above that, the municipality has appointed 5 Legal firms to assist with 
debt collection. The municipality is also going to block consumers who are utilizing prepaid 
meter system to force them to make arrangement for the settlements of arrears. 

The municipality being mindful of its local economic conditions and the high rate of 
unemployment has allocated R1 million to write off debts that are irrecoverable and also those 
that might be prescribed. The write offs will happen with the Debt Write-off Policy and credit 
control policy of Rustenburg local municipality. Debt impairment comprises 10.53% of the 
total expenditure for 2014/2015 budget year. 

Provision for depreciation and asset impairment has been informed by the Municipality’s 
Asset Management Policy. Depreciation is widely considered a proxy for the measurement of 
the rate asset consumption. The depreciation of 2014/2015 financial year is R429.9million 
and is at 12.07% of total operational expenditure. Depreciation increased by 2.01% on the 
outer years. 

Finance charges consist primarily of the repayment of interest on long-tenn borrowing (cost 
of capital). Finance charges make up 2.26per cent (R80.7 million) of the operating 
expenditure. 

Bulk purchases are directly informed by the purchase of electricity from Eskom and water 
from Rand Water, Magalies water and bulk purchase of purified water from the Rustenburg 
Water Services Trust. The annual price increases have been factored into the budget 
appropriations and directly inform the revenue provisions. The expenditures include 
distribution losses. Budget appropriations in this regard amount to R1.596 million for the 
2014/15 financial year and equates to 44.83% of the total operating expenditure. The 
percentage increase of bulk water from Rand Water is 8.1% and bulk electricity from Eskom 
is 8.06%. 

Bulk electricity purchases have been increased by 10.06% compared to the 2013/2014 full 
year forecast. Circular 72 has proposed an annual increase of 8.06% on bulk electricity 
purchases but the municipality has used 10.06% based on a 2% increase of growth. For bulk 
water purchases the municipality has increased by 9.1% compared to the 2013/2014 full year 
forecast. 

Other materials comprise of amongst others the materials for maintenance. Other material is 
appropriated at R136million and is 3.83% of the total operating budget. For the 2014/15 
financial year a huge budget for repairs and maintenance will be spent on infrastructure 
assets. 



Table 11 Repairs and Maintenance 



A contracted service spending has been appropriated at R209million or for the 2014/15 
financial year and is at 5.88% of the total operating budget and for the two outer years 
expenditure is at 5.8 % and 5.72% of total operating expenditure. 

Other expenditure comprises of various line items relating to the daily operations of the 
municipality. This group of expenditure has also been identified as an area in which savings 
and efficiencies can be achieved. There is a decrease of 37.26% percent in 2014/2015 budget 
year when compared to 2013/2014 adjusted budget. 





For 2014/15 financial year, most capital projects will be funded from conditional grants. 
Road transport and stonn water received the highest allocation of R636 million mainly 
because of PTIS grant received for the project of Rustenburg Rapid transport and municipal 
Infrastructure grant in 2014/15 budget year. Capital projects are projected at R258million and 
Rustenburg Water Services Trust budget is at R26.7million. The total capital budget is 
R970million, R516million less when compared to 2013/2014 adjusted budget. 

Annual Budget Tables - Consolidated information. 

The following pages present the ten main budget tables as required in terms of section 8 of 
the Municipal Budget and Reporting Regulations. Each table is accompanied by explanatory 
notes on the facing page. 


Explanatory notes to MBRR Table A1 - Budget Summary 






• Table A1 is a budget summary and provides a concise overview of the municipality’s 
budget from all of the major financial perspectives (operating, capital expenditure, 
financial position, cash flow, and MFMA funding compliance). 

• The table provides an overview of the amounts approved by Council for operating 
performance, resources deployed to capital expenditure, financial position, cash and 
funding compliance, as well as the municipality’s commitment to eliminating basic 
service delivery backlogs. 

• Financial management reforms emphasize the importance of the municipal budget 
being funded. This requires the simultaneous assessment of the Financial 
Performance, Financial Position and Cash Flow Budgets, along with the Capital 
Budget. 

• The Budget Summary provides the key information in this regard to 

a) The operating surplus/deficit (after Total Expenditure) is positive over the MTREF. 

b) Capital expenditure is balanced by capital funding sources, of which 

(i) Transfers recognized are reflected on the Financial Perfonnance Budget; 

(ii) Borrowing is incorporated in the net cash from financing on the Cash Flow 
Budget 

(iii) Internally generated funds are financed from a combination of the current 
operating surplus and accumulated cash-backed surpluses from previous years. 
The amount is incorporated in the Net cash from investing on the Cash Flow 
Budget. The fact that the municipality’s cash flow remains positive, and is 
improving indicates that the necessary cash resources are available to fund the 
Capital Budget. 

• The Cash backing/surplus reconciliation shows that in previous financial years the 
municipality was not paying much attention to managing this aspect of its finances. 
Consequently Council has taken a deliberate decision to ensure adequate cash-backing 
for all material obligations in accordance with the recently adopted Budget Policy. 
But over the MTREF there is progressive improvement in the level of cash-backing of 
obligations. 

• Even though the Council is placing great emphasis on securing the financial 
sustainability of the municipality, this is not being done at the expense of services to 
the poor. The section of Free Services shows that the amount spent on Free Basic 
Services and the revenue cost of free services provided by the municipality continues 
to increase. In addition, the municipality continues to make progress in addressing 
service delivery backlogs 

Standard Classification 


Explanatory notes to MBRR Table A2 - Budgeted Financial Performance (revenue and 
expenditure by standard classification) 

• Table A2 is a view of the budgeted financial performance in relation to revenue and 
expenditure per standard classification 

• Note that as a general principle, the revenues for the Trading Services should exceed 
their expenditures. The table highlights that this is the case for Electricity, Water and 
Waste water and Waste management functions. 

• Other functions that show a deficit between revenue and expenditure are being 
financed from rates revenues and other revenue sources. 


Budgeted Financial Performance (revenue and expenditure by municipal vole) 


Explanatory notes to MBRR Table A3 - Budgeted Financial Performance (revenue and 
expenditure by municipal vote) 

• Table A3 is a view of the budgeted financial perfonnance in relation to the revenue 
and expenditure per municipal vote. This table facilitates the view of the budgeted 
operating perfonnance in relation to the organizational structure of the municipality. 
This means it is possible to present the operating surplus or deficit of a vote. 

• Note that the surpluses on these trading accounts are utilized as an internal funding 
source for the capital programme for asset renewal, refurbishment and the 
development of new asset infrastructure. 


Budgeted Financial Performance (revenue and expenditure) Explanatory notes to 


Financial Perfonnance (revenue and expenditure) 


Budgeted 


• Services charges relating to electricity, water, sanitation and refuse removal 
constitutes the biggest component of the revenue basket of RLM. 

• Bulk purchases have increased over the 2009/10 to 2015/16 period. These increases 
can be attributed to the substantial increase in the cost of bulk electricity from Eskom 
and water from Rand Water and Magalies water. 


Employee related costs and bulk purchases are the main cost drivers within the municipality 
and alternative operational gains and efficiencies will have to be identified to lessen the 
impact of wage and bulk tariff increases in future years. 


MBRR Table A5 - Budgeted Capital Expenditure by vote, standard classification and 
funding source 

• Table A5 is a breakdown of the capital programme in relation to capital expenditure 
by municipal vote (multi-year and single-year appropriations); capital expenditure by 
standard classification; and the funding sources necessary to fund the capital budget, 
including information on capital transfers from national and provincial departments. 

• The MFMA provides that a municipality may approve multi-year or single-year 
capital budget appropriations. 

• The capital programmes are funded from national and provincial grants and transfers, 
public contributions and donations, loans and internally generated funds from current 
year surpluses. 


Explanatory notes to Table A6 - Budgeted Financial Position 


• Table A6 is consistent with international standards of good financial management 
practice, and improves understandability for councilors and management of the 
impact of the budget on the statement of financial position (balance sheet). This 
format of presenting the statement of financial position is aligned to GRAP 1 , which is 
generally aligned to the international version which presents Assets less Liabilities as 
“accounting” Community Wealth. The order of items within each group illustrates 
items in order of liquidity; i.e. assets readily converted to cash, or liabilities 
immediately required to be met from cash, appear first. Table SA3 provides a detailed 
analysis of the major components of a number of items, including: 





• Call investments deposits; 

• Consumer debtors; 

• Property, plant and equipment; 

• Trade and other payables; 

• Provisions non-current; 

• Changes in net assets; and 

• Reserves 

The municipal equivalent of equity is Community Wealth/Equity. The justification is that 
ownership and the net assets of the municipality belong to the community. Any movement on 
the Budgeted Financial Performance or the Capital Budget will inevitably impact on the 
Budgeted Financial Position. As an example, the collection rate assumption will impact on 
the cash position of the municipality and subsequently inform the level of cash and cash 
equivalents at year end. Similarly, the collection rate assumption should inform the budget 
appropriation for debt impairment which in turn would impact on the provision for bad debt. 
These budget and planning assumptions form a critical link in determining the applicability 
and relevance of the budget as well as the determination of ratios and financial indicators. In 
addition the funding compliance assessment is infonned directly by forecasting the statement 
of financial position. 



Explanatory notes to Table A7 - Budgeted Cash Flow Statement The budgeted cash flow 
statement is the first measurement in determining if the budget is funded. It shows the 
expected level of cash in-flow versus cash out-flow that is likely to result from the 
implementation of the budget. Cash and cash equivalents totals R781million, R1.3billion and 
R1.8billion for 2014/2015, 2015/2016 and 2016/2017 financial years respectively.E 



Explanatory notes to Table A8 - Cash Backed Reserves/ Accumulated Surplus 
Reconciliation. 



The cash backed reserves/accumulated surplus reconciliation is aligned to the requirements 
of the MFMA Circular 42 - Funding a Municipal Budget. In essence the table evaluates the 
funding levels of the budget by firstly forecasting the cash and investments at year end and 
secondly reconciling the available funding to the liabilities/commitments that exist. The 
outcome of the exercise would either be a surplus or deficit. A deficit would indicate that the 
applications exceed the cash and investment available and would be indicative of non- 
compliance with the MFMA requirements that the budget must be “funded”. Non- 
compliance with section 18 of the MFMA is assumed because a shortfall would indirectly 
indicate that the annual budget is not appropriately funded. 



The projected surplus for the adjusted 2013/14 surplus is at R159million and for 2014/2015, 
2015/2016 and 2016/2017 is R215mbillion, R 1.1 billion and R1.6billion respectively. The end 
objective of the medium-term framework (MTREF) was to ensure the budget is funded and 
aligned to section 18 of the MFMA. 



Overview of the annual budget process 


Section 53 of the MFMA requires the Mayor of the municipality to provide general political 
guidance in the budget process and the setting of priorities that must guide the preparation of 
the budget. In addition Chapter 2 of the Municipal Budget and Reporting Regulations states 
that the Mayor of the municipality must establish a Budget Steering Committee to provide 
technical assistance to the Mayor in discharging the responsibilities set out in section 53 of 
the Act 

Budget Process Overview 

In terms of section 21 of the MFMA the Mayor is required to table in Council ten months 
before the start of the new financial year (1 st August 2013) a time schedule that sets out the 
process to revise the IDP and prepare the budget. The Mayor tabled in Council the required 
the IDP and budget time lines 


IDP and Service Delivery and Budget Implementation Plan 

The Municipality’s IDP is its principal strategic planning instrument, which directly guides 
and informs its planning, budget, management and development actions. This framework is 
rolled out into objectives, key performance indicators and targets for implementation which 
directly inform the Service Delivery and Budget Implementation Plan. The Process Plan 
applicable to the fourth revision cycle included the following key IDP processes and 
deliverables: 

• Registration of community needs; 

• Compilation of departmental business plans including key performance indicators and 
targets; 

• Financial planning and budgeting process; 

• Public participation process; 

• Compilation of the SDBIP, and 

• The review of the perfonnance management and monitoring processes. 

The IDP has been taken into consideration and financial planning process leading up to the 
2014/15 MTREF, based on the approved 2013/14 MTREF, Mid-year Review and 
adjustments budget. The business planning process has subsequently been refined in the light 
of current economic circumstances and the resulting revenue projections. 

Overview of alignment of annual budget with IDP 

The Constitution mandates local government with the responsibility to exercise local 
developmental and cooperative governance. The eradication of imbalances in South African 
society can only be realized through a credible integrated developmental planning process. 
Municipalities in South Africa need to utilize integrated development planning as a method to 
plan future development in their areas and so find the best solutions to achieve sound long- 
term development goals. A municipal IDP provides a five year strategic programme of action 
aimed at setting short, medium and long term strategic and budget priorities to create a 
development platform, which correlates with the tenn of office of the political incumbents. 
The plan aligns the resources and the capacity of a municipality to its overall development 



aims and guides the municipal budget. An IDP is therefore a key instrument which 
municipalities use to provide vision, leadership and direction to all those that have a role to 
play in the development of a municipal area. The IDP enables municipalities to make the best 
use of scarce resources and speed up service delivery. 

Integrated developmental planning in the South African context is amongst others, an 
approach to planning aimed at involving the municipality and the community to jointly find 
the best solutions towards sustainable development. Furthermore, integrated development 
planning provides a strategic environment for managing and guiding all planning, 
development and decision making in the municipality. 

It is important that the IDP developed by municipalities correlate with National and 
Provincial intent. It must aim to co-ordinate the work of local and other spheres of 
government in a coherent plan to improve the quality of life for all the people living in that 
area. A clear understanding of such intent is therefore imperative to ensure that the 
municipality strategically complies with the key national and provincial priorities. 

The aim of this revision cycle was to develop and coordinate a coherent plan to improve the 
quality of life for all the people living in the area, also reflecting issues of national and 
provincial importance. 

One of the key objectives is therefore to ensure that there exists alignment between national 
and provincial priorities, policies and strategies and the municipality’s response to these 
requirements. 

The Constitution requires local government to relate its management, budgeting and planning 
functions to its objectives. This gives a clear indication of the intended purposes of municipal 
integrated development planning. Legislation stipulates clearly that a municipality must not 
only give effect to its IDP, but must also conduct its affairs in a manner which is consistent 
with its IDP. The RLM has seven strategic objectives for the 2014/15 MTREF and further 
planning refinements that have directly infonned the compilation of the budget. 

In order to ensure integrated and focused service delivery between all spheres of government 
it was important for the municipality to align its budget priorities with that of national and 
provincial government. All spheres of government place a high priority on infrastructure 
development, economic development and job creation, efficient service delivery, poverty 
alleviation and building sound institutional arrangements. 

The 2014/15 MTREF has therefore been directly infonned by the IDP revision process and 
the following tables provide a reconciliation between the IDP strategic objectives and 
operating revenue, operating expenditure and capital expenditure. 

Table SA4 is reconciliation between the IDP strategic objectives and budgeted revenue 
Table SA5 is reconciliation between the IDP strategic objectives and budgeted operating 
expenditure 

Table SA7 is reconciliation between the IDP strategic objectives and budgeted capital 
expenditure. 

Measurable performance objectives and indicators 


Performance Management is a system intended to manage and monitor service delivery 
progress against the identified strategic objectives and priorities. In accordance with 
legislative requirements and good business practices as informed by the National Framework 
for Managing Programme Performance Infonnation, the RLM has developed and 
implemented a performance management system of which system is constantly refined as the 
integrated planning process unfolds. The Municipality targets, monitors, assess and reviews 
organisational performance which in turn is directly linked to individual employee’s 
performance. 

At any given time within government, information from multiple years is being considered; 
plans and budgets for next year; implementation for the current year; and reporting on last 
year's performance. Although perfonnance information is reported publicly during the last 
stage, the perfonnance information process begins when policies are being developed, and 
continues through each of the planning, budgeting, implementation and reporting stages. The 
planning, budgeting and reporting cycle can be graphically illustrated as follows: 

Planning, budgeting and reporting cycle 

The performance of the RLM relates directly to the extent to which it has achieved success in 
realizing its goals and objectives, complied with legislative requirements and meeting 
stakeholder expectations. RLM therefore has adopted one integrated perfonnance 
management system which encompasses: 

• Planning (setting goals, objectives, targets and benchmarks); 

• Monitoring (regular monitoring and checking on the progress against plan); 

• Measurement (indicators of success); 

• Review (identifying areas requiring change and improvement); 

• Reporting (what infonnation, to whom, from whom, how often and for what purpose); 
and Improvement (making changes where necessary). 

The performance information concepts used by the RLM in its integrated performance 
management system are aligned to the Framework of Managing Programme Performance 
Information issued by the National Treasury. 

Table SA8 is a Performance indicators and benchmarks 

Performance indicators and benchmarks 
Borrowing Management 

Capital expenditure in local government can be funded by capital grants, own-source revenue 
and long term borrowing. The ability of a municipality to raise long term borrowing is largely 
dependent on its creditworthiness and financial position. As with all other municipalities, 
RLM borrowing strategy is primarily infonned by the affordability of debt repayments. The 
following financial performance indicators have formed part of the compilation of the 
2014/15 MTREF: 

• Capital charges to operating expenditure are a measure of the cost of borrowing in 
relation to the operating expenditure. 


Liquidity 



• Current ratio is a measure of the current assets divided by the current liabilities and as 
a benchmark the RLM has set a limit of 1. Going forward it will be necessary to 
maintain these levels. 

The liquidity ratio 

Is a measure of the ability of the municipality to utilize cash and cash equivalents to 
extinguish or retire its current liabilities immediately? Ideally the municipality should have 
the equivalent cash and cash equivalents on hand to meet at least the current liabilities, which 
should translate into a liquidity ratio of 1 . Anything below 1 indicates a shortage in cash to 
meet creditor obligations. 

Revenue Management 

As part of the financial sustainability, an aggressive revenue management has been 
implemented to increase cash inflow, not only from current billings but also from debtors that 
are in arrears. The intention is to streamline the revenue value chain by ensuring accurate 
billing, customer service, and credit control and debt collection. 

Due to the cash-flow challenges of the municipality, the following will be undertaken as part 
of the financial recovery plan: 

• Data cleansing process 

• Appointment of legal firms for debt collection 

• Blocking of prepaid meters on arrear accounts 

• Appointment of inspectors for evaluation of prepaid meters 

Free Basic Services: basic social services package for indigent households 

The social package assists residents that have difficulty paying for services and are registered 
as indigent households in terms of the Indigent Policy of Rustenburg local municipality. 

The cost of the social package of the registered indigent households is largely financed by 
National government through the local government equitable share received in terms of the 
annual Division of Revenue Act. 

For the 2014/15 financial year RLM intends to increase registered indigents. Already +-7,000 
indigents are registered in informal settlement to receive 20 liters of paraffin every month. In 
terms of the Municipality’s indigent policy registered households are entitled to 12kf free 
water, 50 kWh of electricity and a rebates on property values less than R100 000. 

In rural areas indigent households without a supply of electricity will be benefiting also from 
the 201itres of paraffin as per council resolution. 

Providing clean water and managing waste water 

The Rustenburg Local Municipality is the Water Services Authority for the entire 
municipality in terms of the Water Services Act, 1997 and acts as water services provider the 
following is briefly the main challenges facing the municipality in this regard: 

• The infrastructure at most of the waste water treatment works is old and insufficient to 
treat the increased volumes of waste water to the necessary compliance standard; 

• Shortage of skilled personnel makes proper operations and maintenance difficult; 



• Electrical power supply to some of the plants is often interrupted which hampers the 
purification processes; 

Overview of budget related-policies 

Rustenburg Local Municipality budgeting process is guided and governed by relevant 
legislation, frameworks, strategies and related policies are attaches as Annexure “C” 

Review of credit control and debt collection procedures/policies 

The Collection Policy as approved by Council and it is currently under review. While the 
adopted policy is credible, sustainable, manageable and informed by affordability and value 
for money there has been a need to review certain components to achieve a higher collection 
rate. Some of the possible revisions will include the lowering of the credit periods for the 
down payment of debt. 

In addition emphasis will be placed on speeding up the indigent registration process to ensure 
that credit control and debt collection efforts are not fruitlessly wasted on these debtors. 

As most of the indigents within the municipal area are unable to pay for municipal services 
because they are unemployed. The 2014/15 MTREF has been prepared on the basis of 
achieving an average debtors" collection rate of 9 1 per cent on current billings 

Asset Management 

A proxy for asset consumption can be considered the level of depreciation each asset incurs 
on an annual basis. Within the framework, the need for asset renewal was considered a 
priority and hence the capital programme was detennined based on renewal of current assets 
versus new asset construction. 

Budget Policy 

The Budget Policy aims to empower senior managers with an efficient financial and 
budgetary amendment and control system to ensure optimum service delivery within the 
legislative framework of the MFMA and the RLM system of delegations. 



The Budget Policy was approved by Council. The adjustments budget process is governed by 
various provisions in the MFMA and is aimed at instilling and establishing an increased level 
of discipline, responsibility and accountability in the financial management practices of 
municipalities. To ensure that the RLM continues to deliver on its core mandate and achieves 
its developmental goals, the mid-year review and adjustment budget process will be utilized 
to ensure that underperforming functions are identified and funds redirected to performing 
functions. 

The revision of the adopted policy was to expand on the definition of the vote on the 
virements section. 

Supply Chain Management Policy 

The Supply Chain Management Policy has been be reviewed and still awaiting public 
comments 

Cash Management and Investment Policy 

RLM Cash Management and Investment Policy were amended by Council. The aim of the 
policy is to ensure that RLM surplus cash and investments are adequately managed, 
especially the funds set aside for the cash backing of certain reserves. The policy details the 
minimum cash and cash equivalents required at any point in time and introduce time frames 
to achieve certain benchmarks. 

Tariff Policies 

RLM tariff policies provide a broad framework within which the Council can detennine fair, 
transparent and affordable charges that also promote sustainable service delivery. The 
policies have been approved on various dates and a consolidated tariff policy is envisaged to 
be compiled for ease of administration and implementation of the next two years. All the 
above policies are available on the RLM website, as well as the following budget related 
policies: 

• Property Rates Policy 

• Budget Policy; 

• Basic Social Services Package (Indigent Policy) 

• Borrowing policy. 

• Asset Management Policy 

• Credit Control and Debt Collection Policy 

• Supply Management policy 

• Cash Management and Investment Policy 

• Gift Policy 

• Bursary Policy 

• Contract Management Policy 

• Travelling and Subsistence Policy 



Legislation compliance status 

Compliance with the MFMA implementation requirements have been substantially adhered 
to through the following activities: 

1 . In year reporting 

Reporting to National Treasury in electronic fonnat was fully complied with on a 
monthly basis. Section 71 reporting to the Executive Mayor and Council has 
progressively improved and includes monthly published financial performance on 
Rustenburg Local Municipality website. 

2. Internship programme 

The municipality is participating in the Municipal Financial Management Internship 
programme and has employed five interns undergoing training in various divisions of 
the Financial Services Department. Of the five interns two have been appointed 
pennanently. RLM will advertise for the replacement of three vacant internship posts. 

3. Budget and Treasury Office 

The Budget and Treasury Office has been established in accordance with the MFMA. 



RECOMMENDATIONS 


ACTION 


1. That the multi-year annual budget of Capital and Operating expenditure for BTO 
the 2014/2015 of R4.5 billion and two outer years 2015/16 R 4.6billion and 

R4.9 billion for 2016/17 and budget related policies be considered for 
approval as per the following tables: 

Table A1 - Budget Summary 

Table A2 - Budgeted Financial Perfonnance (Revenue and expenditure by 
standard classification) 

Table A3 - Budgeted Financial Perfonnance (revenue and expenditure by 
municipal vote ) 

Table A4 - Budgeted Financial Performance (Revenue and Expenditure) 

Table A5 - Budgeted Capital Expenditure by Vote, standard classification 
and funding 

Table A6 - Budgeted Financial Position 
Table A 7 - Budgeted Cash Flows 

Table A8- Cash backed reserves / accumulated Surplus reconciliation 

Table 9 - Asset Management 

Table 10 - Basic Delivery measurement 

2. That Council take note that for the 2014/15 financial year the revenue and BTO 
expenditure budgeted for has a surplus R38.3million inclusive of non cash 
items 


3. That in terms of section 75 A of the Local Government Municipal Systems BTO 
Act, all consumptive tariffs, Rates, Basic charges be amended as proposed 
below for implementation on 01 July 2014 as per Annexure B. 


Property Rates 
Water 
Electricity 
Sewerage 
Refuse Removal 
Other tariffs 


6% 

5% 


6% to 7.39% average 6.33% 
5.6% 


6% 

5.6% to 8% 


4. That all the sundry tariffs and other tariffs be amended as proposed in BTO 

Annexure B for implementation on 01 July 2014; 

5. That the final budget together with the related budget policies to be tabled is BTO 
still subjected to Community participation 

6. That an annual increase of 6.79% detennined in terms of the local BTO 
government multi-year collective agreement be implemented from 01 July 
2014 for all the employees of Rustenburg local municipality including 
section 57 managers. 

7. That provision has been made for 1 .05% estimated increase on the adjusted 
budget in the salaries increases of councilors which still have to be 
announced in tenns of the Public Office Bearers Act 



8. That all directors should monitor the revenue of their directorates regularly, 
and should they find that the estimated revenue would not be realized, advice 
Budget and Treasury Office so that a budget adjustments report could be 
submitted timorously to Council for approval. 

9. That the capital expenditure to be financed from grants and other external 
mechanisms takes place after the funds are secured and have been confirmed 
in writing or received. 

10. That the directorates responsible for claiming the grants and sourcing of 
other funding means ensure that such is done punctually in order to prevent 
cash flow challenges for Council and that a copy of the claims for funds be 
made available to the Budget and Treasury Office. 

11. That directors submit their directorates’ financial needs (Operational and 
Capital) of the next financial year budget cycle within the timeframe as 
determined in the IDP and budget process plan still to be tabled and adopted 
by Council on or before the end of August 2014. 

13. That the following budget related policies with amendments be approved for 
implementation as from 01 July 2014: 

Credit Control and Debt Collection Policy 
Tariffs policy 
Rates policy 

Supply Chain Management Policy 
Travelling and Subsistence 
Budget policy 

14. That the following budget related policies be noted without changes 
Borrowings Policy 

Cash Management and Investment Policy 
Fixed Assets Management Policy 
Indigent Policy 

15. That the unspent conditional grant be rolled over and be implemented once BTO 
the approval from National Treasury has been received in writing 

16. That the budget as proposed includes the budget for the Rustenburg Water BTO 
Services Trust 

17. That the approved Medium Term Revenue and Expenditure (MTREF) BTO 

Forecasts for financial years be 2014/2015 to 2016/17 both printed and 
electronic formats be submitted to National and Provincial Treasury; 

18. That the approved (MTREF) budget together with the tariffs be placed 
on the municipal website and be publicized in terms of Section 2 1 A 
and B of the Municipal Systems Act as well as the MFMA and 



applicable regulations; 



